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Executive Summary 



“Small businesses” are often lauded as the backbone of the American economy. 
Politicians from both sides of the aisle proclaim their commitment to fostering small 
business in the United States and its importance. However, as is so often the case in 
policy debates, individual voices can be lost in high-level discussions over tax breaks 
and business aid programs. In the spirit of investigating the thoughts of actual business 
owners, we decided to examine a recent survey from Thumbtack.com, with the intent of 
lending some perspective and context to the debate over how best to aid small and new 
businesses in the United States. 

When Thumbtack conducted a large-scale survey of small business owners and service 
providers in late 2011 and early 2012, it included this open-ended question: “Please let 
us know any experiences or thoughts you have regarding the ease of doing business in 
your state.” 

Of the 6,730 respondents to the Thumbtack survey, 36.6 percent provided feedback to 
the open-ended question. This report qualitatively analyzes these business owners’ 
unfettered thoughts on issues they felt important and explores several themes that 
arose. The findings provide important insights for state policymakers when considering 
how to make their states appealing to and supportive of small business owners. 

Several predominant trends were apparent among responses from all over the country: 

• Tax rates, while important, do not significantly affect overall business friendliness 
and should not be the single focus for both policy discussions and state 
competitiveness rankings. 

• Complicated tax codes and burdensome tax compliance requirements factored 
heavily into negative feelings toward taxes and business friendliness. Thus states 
should consider simplifying tax codes and creating more uniformity. 

• Licensing regimes proved burdensome for small businesses, and many business 
owners felt that there was a distinct lack of enforcement for existing business 
regulations. States should only impose regulations that they are prepared and 
committed to enforcing. 

• Additionally, many businesses complain that license requirements over multiple 
municipalities are troublesome. Thus, if such licenses are essential, state and 
local governments should simplify and unify the licensing process. 

• High-quality online systems to pay taxes, register businesses, comply with 
regulation and find information represent an important way that states can 
support business owners. 

• Many business owners complained that hiring new employees was difficult; 
however, more investigation is needed before further conclusions can be made. 

These trends do not necessarily echo the narrative often told about the problems 
business owners face in the United States. Even in these times of difficult political and 
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fiscal issues, states can take concrete steps to support business owners and improve 
business friendliness. 



About the Thumbtack.com Small Business Survey 

Thumbtack is an online platform for service providers to connect to customers. 
Consumers are able to enter their needs into the website and receive personalized 
quotes from businesses in their area within twenty-four hours. Thumbtack has more 
than 260,000 service professionals listed in a wide variety of sectors who either were 
solicited by Thumbtack or recommended by peers. Over 5,000 new service 
professionals join the list every week. Using their large directory of small businesses, in 
November and December 2011, Thumbtack, in collaboration with Kauffman Foundation, 
conducted an extensive survey of newly registered professionals concerning the ease of 
doing business in their respective states. The first round of descriptive analysis, along 
with state rankings, was released in early May 2012 - 1 It received tremendous attention 
and was cited by over 150 media outlets, including The Wall Street Journal, The 
Washington Post, the Los Angeles Times, FOX Business, and ABC News. 

This survey yielded a unique set of data and is particularly useful for three reasons. 

First, almost all state rankings are created based on data aggregated at the state level, 
such as the state sales tax rate, 2 the ratio of high-tech employment to other sectors, 3 
etc. In contrast, the Thumbtack survey is collected through individual business owners 
and managers, and thus it reflects their voice more directly. It is worth noting that the 
survey has collected an unusually large number of samples, with 6,730 firms 
responding — a 12 percent response rate. 4 

Second, there are many rankings that start with ideology-based criteria and from there 
construct a score for each state, a method not used in the Thumbtack rankings. 

Scholars question the objectivity of such a method and criticize the weak internal validity 
of such ranking systems. 5 While the Thumbtack survey does not avoid the issue of 
potential subjectivity, it doesn’t start with any assumptions about what kind of states 
should rank high pre-defined by specific groups or individuals. Instead, the purpose of 
this survey was to ask each individual directly and neutrally about the overall 
friendliness of his or her respective state to starting and running small businesses. 6 



1 Available at www.thumbtack.com/survev . 

2 Tax Foundation in collaboration with KPMG LLP, “State Business Tax Climate Index” (Washington, DC: 
Tax Foundation, 2012). 

3 Ross C. DeVol, et al., ed., “State technology and Science Index 2010: Enduring Lessons for the 
Intangible Economy (Santa Monica, CA: Milken Institute, 2011). 

4 In the results analyzed by Thumbtack, 6,022 responses were included. Answers were removed if key 
answers for the analysis were left unfinished. 

5 Peter Fisher, “Grading places: What Do the Business Climate Rankings Really Tell Us?” (Washington, 
DC: Economic Policy Institute, 2005). 

6 More specifically, the survey ranked states based on the following three questions: 1) In general, how 
would you rate your state’s support of small business owners?, 2) Would you discourage or encourage 
someone from starting a new business in your state?, and 3) How difficult or easy do you think it is to 
start a business in your state? 
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Thus, the survey is subjective in the sense that each business owner has his or her 
personal opinion about the business climate, but the subjectivity inherent in this method 
is differentiated from the subjectivity issue in other rankings whose criteria were 
predetermined by specific think tanks. 

Third, the survey asked the respondents to provide blank form feedback: “Please let us 
know any experiences or thoughts you have regarding the ease of doing business in 
your state.” This question does not have a leading intention but is open-ended to allow 
respondents to express whatever issues they felt were important. Among all 
respondents, 2,463 (36.6 percent) answered the question in a complete manner. 7 

We believe that analyzing this qualitative information is insightful for all the reasons 
mentioned above, and with this in mind we will explore major themes that were 
presented in the responses. We would like to note that the objective of this report is not 
to continue the ranking exercise with qualitative comments or to quantify how many 
respondents complained in a particular subject matter. Instead, we would like to use this 
information to sort out voices and issues not reflected in other survey questions and lay 
out in context larger structural issues faced by small business owners and managers. 
Table 1 represents a breakdown of attributes of respondents to several of the survey 
questions. Overall, the answers analyzed here are representative of the general survey, 
with a few exceptions. 8 



7 Although 3,276 of the survey respondents responded to this particular question, we excluded 813 that 
were filled out only partially or inappropriately. 

8 For more details of representation in the general survey compared to the analysis please see the 
appendix. 
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Table 1. About the Survey Respondents 





Number of 


% 


Political Preferences 

Strong 


197 


8.1 


Lean liberal/progressive 


308 


12.7 


Independent 


770 


31.7 


Lean conservative 


364 


15 


Strong conservative 


334 


13.7 


Other 


459 


18.9 


Total 


1927 




Age 

Linder 25 


133 


5.5 


25-34 


630 


25.8 


35-44 


636 


26.1 


45-54 


566 


23.2 


55-64 


403 


16.5 


65 or above 


72 


2.9 


Total 


1677 




Education 

Undergraduate degree 


831 


34 


Community college 


441 


18 


No high school 


16 


0.7 


High school 


348 


14.3 


Master’s degree 


336 


13.8 


Doctoral degree 


99 


4 


Technical college 


371 


15.2 


Total 


2442 




Gender 

Male 


1596 


66.1 


Female 


816 


33.8 


Total 


2412 




Years of Operation 

Less than 1 year 


304 


12.5 


1-2 years 


544 


22.3 


3-4 years 


432 


17.7 


5 or more years 


1156 


47.5 


Total 


2132 




Employees 

1 to 5 


2017 


89.7 


6 to 10 


121 


5.4 


1 1 to 30 


74 


3.3 


31-50 


13 


0.6 


51-100 


7 


0.3 


100+ 


17 


0.7 


Total 


2249 
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